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IVORY COAST: KEY ECONOMIC INDICATORS 


(In millions of U.S. dollars, except as noted) 


1 Change 


1978 1979 1980 179-80 


Population (000's) 7,600 7,920 8,240 4.0 
Gross Domestic Product (GDP) (Current Prices) 8,293 9,211 10,342 12.3 
Change in Implicit GDP Deflator (%) 5.4 5.6 5.4. - 

GDP per capita (U.S. dollars) 1,091 1,163 1,254 7.8 
Gross Fixed Capital Formation 2,460 2,380 2,953 24.1 


Consumer Price Index, 
European Family (1960=100) (Dec) 322.8 351.7 381.0 8.3 


Consumer Price Index, 
African Family (1960=100) (Dec) 347.4 404.7 464.3 


Government Operating Budget (BGF) 1,180 1,417 1574 
Capital Investment Budget (BSIE) 1,196 1,022 1,455 
External Debt (Gov't & Gov't Guaranteed) 2,799 3,467 4,125 
Debt Service (Principal and Interest) 436 562 934 
Debt Service Ratio (%) 13.0 16.4 23.6 
Money Supply:Cash & Sight Deposits (Dec. 31) 1,933 2,102 1,997 
Money Supply:Cash & Sight & Time Deposits (Dec, 31) 2,321 2,726 2,770 
Discount Rate (4%) 8 8 10.5 
Net Foreign Assets of the Central Bank (Dec. 31) 369 S7 -600 


Net Foreign Assets of the Central Bank 
and Deposit Money Banks (Dec, 31) 116 1,153 


Agricultural Production (000's MT) 
Coffee 197.1 277.0 247.0 


Cocoa 296.8 320.0 370.0 
Cotton (Fiber) 41.4 46.7 59.0 
Electricity Production (gigawatt hours) 1,418 1,583 L717 
Industrial Production Index 249.2 270.4 302.67 
Balance of Payments 
Merchandise Exports (FOB) 2,616 2,715 3,041 
of which: Coffee 608 813 713 
Cocoa 884 685 976 
Wood 315 400 571 
Merchandise Imports (FOB) 2,045 2,203 2, 558 
Balance on Current Account -786 -1,148 -1,546 
Balance on Capital Account 944 762 896 
Balance of Payments 159 -386 -650 


U.S. Exports to Ivory Coast (Fas)? 93 128 i85 
U.S. Imports from Ivory Coast (FAS)? 440 363 288 


NOTE: All monetary conversions made at U.S. $1 = 215 CFA, except for balance of 
payments and net foreign assets, which were converted at the prevailing rate. 


Most 1980 figures are provisional 
Average Jan-July, not seasonally adjusted 


From U.S. sources 





SUMMARY 


Since achieving independence, Ivory Coast has had one of sub-Saharan Africa's 
most prosperous and stable economies. Although the basic productive mechan- 
isms remain strong, a severe disequilibrium in its external accounts is now 
forcing the Ivorian economy to endure the first sustained pause inits growth. 
A sharp drop in export earnings, due to falling prices of Ivory Coast's most 
important exports, coffee and cocoa, has created seyere balance-of-payments 
problems and necessitated assistance from the International Monetary Fund 
(IMF). Rising debt-service payments have aggravated the problem. The dis- 
covery of commercial petroleum deposits, however, has given rise to the hope 
that external balance can be re-attained in the medium term and a new period 
of economic growth sustained. 


Ivory Coast's domestic economy and its key position in West Africa make it a 
growing center for American investment activity. Although the level of activ- 
ity in the Ivorian economy is slowing, the long-term growth prospects and a 
positive attitude toward foreign investors and their needs sustain an attrac- 
tive business climate. American exporters and contractors have only a small 
share of Ivory Coast's market for goods and services. American firms have 
shown that they can successfully compete, however, when they make a serious 
effort. Long-term prospects are particularly good for suppliers of agro- 
business and petroleum production equipment. 


A. CURRENT ECONOMIC SITUATION AND TRENDS 


THE FINANCIAL SITUATION: The short-term financial picture in Ivory Coast is 
austere. The high coffee and cocoa prices which fueled the Ivorian economic 
boom of the late 1970's have now faded into history. Raw and semi-processed 
coffee and cocoa still account for approximately 60 percent of export revenues. 
This income is important as a source not only of foreign exchange but also of 
the investable surpluses of the Caisse de Stabilisation (the Agricultural 
Pricing and Marketing Board), which are the largest source of domestic savings. 
The severe drop in export income resulting from declining prices has quickly 
affected all sectors of the Ivorian economy. 


When coffee and cocoa revenues were high, the Ivorian Government was a major 
contributor of capital to the economy. In 1980 the public sector's dimin- 
ished cash flow forced a reversal of its role as a net lender and forced it 
to borrow heavily from domestic sources (Franc Zone rules forbid monetization 
of the debt), causing severe liquidity shortage. This has slowed activity in 
the private sector and may force a shakeout, particularly in the construction 
sector. 


In previous years, Ivory Coast met its credit needs from the private interna- 
tional financial markets to which it had ready ‘access. Now only limited relief 
can be obtained through these channels. A severe deficit in the balance on 
current account -- over $1.5 billion in 1980 -- and a sharp increase in the 
external debt have forced a slight retreat from the international capital mar- 
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ket just when the need is greatest. Although it is still active in this area, 
Ivory Coast's private international borrowings are not sufficient to meet its 
current needs. Rising debt service aggravates the problem: The debt-service 
ratiowill exceed 30 percent in 1981. 


It is against this background that Ivory Coast has sought assistance from 
abroad. In late 1980 the French Government, which guarantees the convertibility 
of the CFA franc through the West African Monetary Union (UMOA), organized a 
commercial bank loan under its aegis. In early 1981, an agreement was reached 
with the IMF on the terms of a 484.5 million SDR (approximately U.S. $600 million) 
Extended Fund Facility (EFF) arrangement. This three-year program, as all such 
agreements, contain quantitative performance criteria which must be met by 

Ivory Coast. There are three such requirements during the first year of the 
program: limitations on government and government-guaranteed foreign borrowing, 
quarterly ceilings on net domestic assets of the banking system, and quarterly 
ceilings on net credits to the public sector by the domestic banking system. 


Because of the promise that oil revenues will eventually reestablish balance 
to Ivory Coast's external accounts, these performance criteria are far less 
stringent than they might otherwise have been. The program is essentially 
designed to limit the short-term growth of the external public debt, now just 
over U.S. $4 billion, and to arrange for the gradual withdrawal of the public 
sector from the domestic credit market. 


It is expected that the current credit squeeze will slow the real growth rate 
of the economy to a range of one to two percent during 1981, compared to an 
estimated growth rate of about six percent in 1980. According to the new 
five-year plan a moderate growth rate will be reestablished in 1982 and rapid 
growth will resume by mid-decade. 


The 1981 Ivorian budget reflects this economic situation. After several years 
of rapid growth, the 1980 operating budget grew by only 11 percent, approxi- 
mately the rate of inflation. The 1981 operating budget will also grow by 11 
percent, remaining the same in real terms. The 1981 investment budget is 

down by almost 15 percent in nominal terms. The 1981 combined nominal budget 
remained virtually static at about $2.6 billion (at US$1 = 250 CFA). 

This decline in real expenditures is hitting the public construction sector 
very hard. 


To help its cash flow situation, the Government has embarked upon a wide- 
ranging series of reforms in the public sector. Most important among these 
reforms has been the reorganization of the parastatal companies. Since mid- 
1980, a large number of parastatal companies have been either abolished or 
reorganized and attempts have been made to bring their salary structures into 
line with those prevailing in the civil service. 


AGRICULTURE: The mainspring of the Ivorian economy remains agriculture. 
This sector continues its strong growth and Ivory Coast has established a 
position among the premier suppliers of tropical agricultural commodities. 
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It is the world's leading producer of cocoa, Africa's leading producer of 
coffee and the fourth largest in the world, sub-SaharanAfrica's second largest 
cotton producer, and it also produces large amounts of pineapples, rice, 
sugar, bananas, and palm oil. The small, but rapidly growing production of 
natural rubber has attracted attention to its export potential. Other new 
crops are currently in the developmental stage. 


Unlike other countries which attempted to leapfrog past the agricultural 
revolution into the industrial revolution, Ivory Coast has, since independence 
in 1960, always put its highest priorities on agriculture. The authorities 
have flatly stated that the discovery of petroleum will not change this. The 
lion's share of oil revenues are to be invested in agriculture and rural infra- 
structure. This strategy serves several purposes. Agriculture is by far the 
largest single source of employment in Ivory Coast and accounts for about one- 
fourth of GDP. Strong agricultural development is essential to national goals 
of balancing regional economic growth and slowing urban migration. The agri- 
cultural sector is also expected to be the main source of raw materials for 
new industry. 


Another important source of export earnings and rural income is the forestry 
sector. It is presently experiencing both short- and long-term difficulties. 
The short-term problems are the result of poor business conditions and slack 
construction activity in major European markets. In the long run, deforesta- 
tion is expected to eliminate exportable surpluses of timber by the end 
of the decade. Although reforestation efforts are currently underway, they 
are not on a large enough scale to sustain the industry. 


MANUFACTURING: Beginning from a very small base at independence, the Ivorian 
industrial sector has grown rapidly. It has more than tripled output since 
1970, and in 1980 its share of GDP stood at about 14 percent. As in many 
developing countries, Ivorian industry first concentrated on import substitu- 
tion. In the future the emphasis will be on agro-industry and on exports 
within the Economic Community of West African States (ECOWAS). Major industries 
include petroleum refining, coffee and cocoa processing, clothing and textiles, 
and palm oil processing. 


PETROLEUM SECTOR: The petroleum sector has taken on more and more importance 
as a future source of export income as coffee and cocoa earnings have fallen. 
An ESSO-led consortium began producing at its offshore Belier field in August 
1980. Production has reached its maximum of 10-12,000 bpd (about one-third 
of Ivory Coast's present consumption). Earlier press reports of a possible 
production level of 50,000 bpd were highly exaggerated. A second, far larger 
field, Espoir, discovered in 1980 by a Phillips-led consortium,is scheduled 
to begin producing in mid-1982. Although press reports have cited future 
production figures centering around 200-400,000 bpd, no realistic projections 
are yet possible. No reliable estimation can be made until production has 
been underway for several months. It is expected, however, that Ivory Coast 
will become self-sufficient in petroleum by the end of 1982 and petroleum 
income should be a major item in the Ivorian balance of payments by mid-decade. 
In addition, the Espoir discovery has increased interest in oil exploration 
all along the Ivorian coast. 
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In some developing countries, large oil revenues have proven a mixed bless- 
ing. A sudden surge in oil revenues has often created economic and social 
disruption and a process of imbalanced and distortedgrowth. However, Ivory 
Coast has been experiencing rapid economic growth for most of the past two 
decades. Oil revenues are being counted on to reestablish the external 
financial balance and to sustain an already rapid rate of investment. Before 
Espoir was even a hope, Abidjan, the Ivorian capital, had become a financial 
and commercial center for much of West Africa. Its economic and residential 
infrastructure has long attracted the regional offices of many foreign firms. 


ECONOMIC POLICY: Ivory Coast's Government, under the leadership of President 
Felix Houphouet-Boigny since independence, remains one of the most stable in 
the Third World. In 1980, within the framework of its one-party system, 

Ivory Coast held its first democratically contested parliamentary elections. 
Although no one has been named to the newly created post of Vice President, 
whose incumbent will be constitutional successor to the President, it seems 
clear that Houphouet's pragmatic and liberal economic policies will be contin- 
ued into the foreseeable future. 


The philosophy of encouraging rapid economic growth through a liberal invest- 
ment policy allowing easy access to foreign labor, capital, and technology 
has dominated from independence. An extremely liberal investment code has 
attracted many foreign firms,and joint ventures are particularly well favored. 
Ivory Coast is often cited as a successful Third World economy based on the 
private enterprise system. This is only partially true. The public sector 
has taken the lead in investment in many areas of productive activity, and 
has provided one of the best economic infrastructures in the Third World. 

The Government also serves as a major supplier of domestic savings to the 
economy, which it raises through a variety of mechanisms: the Caisse de 
Stabilisation, the Social Security Fund, etc. The Government, through its 
foreign borrowing, makes additional resources available for productive 
activities. 


In recent years the Government has beencautiously pressing its program of 
Ivorianization of professional personnel and capital. Shares traded on 

the Abidjan stock Exchange are available only to Ivorians, but joint ventures 
are encouraged. Over 58 percent of investment was in Ivorian hands in 1979, 
up from 40 percent in 1975. This increase is largely the result of the 
massive public investments in recent years. By far the largest portion of 
foreign investment is owned by the French, about one-fourth of total invest- 
ment in 1979. 


Foreign labor is also very important, both at the professional level and at 
the unskilled level. Over two million foreign Africans are included among 
Ivory Coast's eight million residents and are crucial to agricultural pro- 
duction. Other foreigners, mainly French, have provided the technological 
know-how which has driven the Ivorian economy. Although under Ivorian law 
Ivorians have first preference for all jobs, enforcement of this requirement 
has been flexible. Now that the heavy investment made in education is begin- 
ning to bear fruit, the foreign presence may be diminished in some sectors 

as more qualified Ivorians become available. 





B. IMPLICATIONS FOR U.S. BUSINESS 


Ivory Coast's excellent communications, transport, and infrastructure have 
made it an important commercial and financial center in West Africa. Some 
100 American companies, nearly a fifth of which were set up in 1980, have 
established local and regional offices in Abidjan. Among them are many 
leading U.S. accounting, banking, chemical, computer, consumer product, 
engineering, insurance, legal services, office products, and petroleum dis- 
tribution, production, and exploration companies. 


This U.S. presence demonstrates that American companies can be successful 

in doing business in Ivory Coast. While an ability to communicate in French 
is essential, the choice of a distribution channel --e.g., direct from U.S. 
headquarters, through agents or distributors, or by setting up local facili- 
ties -- depends primarily on the established practice in the Ivorian market- 
place and the sales expectation for the product. For items of lower value, 
price, including transportation and customs charges, is often the most-impor- 
tant market penetration factor; on goodsof high value, the quality of the 
product and the availability of local service facilities is often critical. 
For major projects, financing is often crucial. 


Ivory Coast continues to be interested in attracting American investment. 
Companies can generally do business simply by registering, with prior approval 
required only in the case of a few restricted fields, such as foodstuffs, 
finance, public utilities, and transportation. The Investment Code offers 
incentives in the form of tax privileges and customs exemptions for approved 
investment in real-estate development, agro-industrial production and process- 
ing, manufacturing of consumer goods, mineral extraction, energy production, 
and tourism. 


The CFA franc used in Ivory Coast has been pegged to the French franc at the 
rate of 50 CFA = 1 FF since 1962. Its convertibility is guaranteed by the 
French Treasury. While formal authorization is required for transfers outside 
the Franc Zone, permission is routinely given. Ivory Coast does not restrict 
the repatriation of capital and profits of foreign companies. 


The Ivorian economy will remain sluggish in the short run, but certain sectors 
remain active and the medium-term prospects are favorable. While the country's 
economic slowdown has had a negative impact on many U.S. exports to Ivory 
Coast, certain items have held up well and others have experienced significant 
increases. The cutbacks in public-works projects have led to reductions in 
exports of U.S. earthmoving and electrical equipment; there has been a recent 
decline in the importation of aircraft and parts. On the other hand, sales 

of kraft paper and air-conditioners have remained high. The development of 
the petroleum sector has resulted in a substantial increase in the export of 
U.S. well-drilling equipment and services. As this sector expands, American 
exports in this area will continue to increase. 
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The United States was the fourth largest exporter to Ivory Coast in the 
first six months of 1980; imports from the United States of $50.4 million 
accounted for 4.5 percent of total Ivorian imports. France remained the 
principal supplier ($560 million), followed by the Federal Republic of 
Germany ($64.6 million), and Japan ($52.9 million). Ivory Coast is the 
United States’ third-largest export market in sub-Saharan Africa. 


The austerity program of the Ivorian Government is likely to continue for 

the next two or three years, which will make it difficult to obtain new bus- 
iness with the public sector. A number of companies have already shifted 
their sales activities towards the private sector, especially in the direc- 
tion of petroleum exploration and office products. As the financial picture 
improves, the Government has declared its intention to concentrate on modern- 
izing and mechanizing agriculture; U.S. equipment suppliers and agro-industry 
investors should have good access to this market. By mid-decade, petroleum 
and natural gas production should set the stage for the development of a 
petrochemical industry. 





